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MAY 5- 19/1 


Honorable George P. Shultz 

Director, Office of Management and Budget 

Washington, D.C. 20p03 


Dear Mr. Shultz: 


We are requesting clearance to respond favorably to a proposal tha« is 
expected to be brought up shortly in the House Committee on Ways and 
Means, under which social security and civil service retirement earnings 
credits would ue combined in certain situations where there is nt 
benefit eligibility under one or either system. 

This proposed amendment is based on an approach which the 1971 Advisory 
Council on Social Security recounended that the Congress consider. 

The Council's recommended plan would deal with troublesome problems 
of long standing. Each year seme <+00,000 workers either enter or 
leave Federal civil service emolovment. which is covered bv the civil 
Service re t i r c merit system auu cXcIuucu from Social security COvexi 
As a result of this employee mooiiity and the lacK of coordination 
between the civil service retirement and social security systems, large 
numbers of people will either (a) get social security benefits, but 
with no retirement credit for their period of Federal employment, or 
(o) get oenefits under the civil service retirement system-, out v'ith 
no retirement credit for their period of employment covered by social 
security, or (c) get no benefits under either system. Additionally, 
there are serious problems of interruptions and impairment of 
survivorship and disability protection. 

In the past, consideration has been given to extending social security 
coverage to Federal civilian employees with downward adjustments in 
benefits and contributions under the civil service retirement system 
to partially offset the social security contributions and benefits 
that would be paid. As you ruiow, there have been substantial changes 
in the civil service retirement system over the years, including changes 
enacted in I 969 which provided survivorship protection after lb months 1 
employment. In the course of these changes, the system has evolved 
from what was once strictly a staff -retirement system into a system 
that additionally provides family survivorship protection comparable 
to that provided under social security. In view of these changes, the 
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malor problems arising from the exclusion of civil service work xiom 
social security coverage are now those which result for peope^ 
working lifetimes are divided between federal and employm 

While the extension of social security coverage would solve these 
problems , it would also substantially ^crease oenefiu levels o. 

P’nnlnvees (even with some downward adjustment ol civix 
retirement system benefits) and would very substantially increase ces.s. 

individual voluntary oasis, ihe lacker propus _ npral OD wtiors 

very high costs and oasis of individual choice. 

s rrr.„ 

mv,« re is a developing congressional interest in the general ideaol^ 

°* SOCldX taceuxi. j — — - r....v.-;,,er,t WOUld pi'OdUCc cuuuif^uo 


virtually no re- ^ithTery' high costs and, it one 
and unreasnnanly high braef It ^ c|ItatlTe Gibbons) recently 

session of the Coatee on Ways and M, 
Si? no provisions for financing the additional costs. 

Under the Advisory Council's Proposal SSf^rt 

and civil service retirement earnincs credits, JffiiaiP “ho P F 

of their Forking lifetimes in tne rederai civil ^rvlce, 

remain until retirement, would. xn SWtr^etlrffig’uiuie? -he 

credit for their Federal employment nxso, people: covered bv 
cSft service retirement system who bsye ^rioda of vwk cgg^^y 

social security^ ^ ^ at L retirement 

l5 S4 S ^eSS^SSiSSSSrk Sder the OUT WTOTWH reient 

sySem. f Survivorship and disability protection of wrkars vho have 
ISoStad from Federal employment or »ho have short Federal ser-vio. 
would also be improved. 
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That part of the Council's recommendation under which Federal employment 
credits would he transferred to social security is generally s lira ar o 
a proposal recommended by most oi the groups w hic^ :ave s u xe ^ 
problem during the period since l?b4. The Council's additional pro cs al- 
to transfer social security credits to the civil service re irei.env 
system in some situations— was formerly considered by some to be 
inconsistent with the staff-retirement objectives of the civil service 
retirement system. This consideration now seems much less persuasive, 
in view of the changes in the civil service retirement system *aat nave 
tended to. merge its staff-retirement provisions with provisions somewhat 
like those of the social security and railroad retirement systems, /.s 
you know, a limited two-way transfer-oi -credits plan has long Deen j.n 
effect between social security and the railroad retirement system ana 
has operated successfully. 




t 


So as to maintain the importance oi the staff-retirement role of the 
civil service retirement system, the enclosed specie ications or a 
plan based on the Advisory Council's recommendation are designed^tc 
closely restrict the effect of transferred social security credits 
on the amount of an individual's civil service retirement annuity. 

For example, transferred social security credits (a) could not eret 
benefit eligibility under the civil service retirement system, 
t\\ ccu ic> not affect hiKh-Vveur average salary, could not 

add more than 1 1/2 percent longevity credit for any year in the 
computation of a civil service annuity, and (d) could not increase 
the civil service retirement annuity by more than 20 percent or by 
more than 80 percent of the social security minimum benefit, or to an 
[amount in excess of 80 peroen': Mgh-3-year average salary. 


|\ Under the financing provisions part of the costs would be met from the 
II contributions of the employees who would benefit. The civi^. service 
r r retirement system would not be affected; there would be no loss or 
gain as a result of' the credit transfers. Suoject to the further 
development of cost estimates, we are assuming that there could be a 
negligible cost to the social security trust funds. The estimates of ^ 
the cost to the Government as employer have not yet been determined but 
we do not think that the increases in protection provided by the plan 
would be of such extent as to result in a prohibitive cost to the 
Government. We are certain that the Government cost in respect to che 
additional social security benefits which would result from the transfers 
would be negligible in the early years- -probably no cost in the first 
years. In any event, the cost of the plan will certainly be far celow 
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that of an extension of social security coverage or of the unlimited 
transfer-of -credits plan proposed in H.R. 57^7* Of course, the initial 
financial impact of the Council's plan could be deferred by making it 
applicable to benefits payable after June 1972, or even a later date. 

We believe that the plan recommended by the Advisory Council has 
considerable merit as a reasonable and relatively inexpensive approach 
to a very difficult and much-studied problem. We recommend that the 
Administration take a position favoring adoption of the plan. 

Sincerely, 

Secretary 

Enc losure 
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